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AUTHORS PREFACE. 



T^HE purpose of this volume is to explain, in as brief a 
^ manner as possible, the reason why price cutting is so 
prevalent in the Printing and Allied Trades, and to endeavour 
to define the basic principles of ascertaining cost of production, 
also a system of costing wihich will secure efficient management 
and produce similar results in all houses, irrespective of the 
size of the establishment and the nature or the number of 
processes carried on. 

Believing that worked examples will enable the reader to 
more fully understand the system than any amount of explana- 
tion, a series of forms are so bound inside the back cover that 
they can be opened out to lie side by side with the text, thus 
rendering reference more easy, and avoiding the inconvenience 
which would be caused if they were printed and boimd in the 
ordinary way. 

Though specially written for the Printing and Allied Trades, 
the principles can be applied to almost any manufacturing 
business. * 

Having arrived at cost by a uniform and scientific system, 
I am convinced that prices will at least be consistent, and 
a recognised minimum selling value will become capable of 
achievement. 
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IV. AUTHOR S PREFACE* 

This work is the outcome of many years' special study 
and practical experience of the Cost Question, and is written, 
not in a censorious spirit, but with a genuine desire to 
assist manufacturers in arriving at the true cost of the 
article produced; and it is hoped that those readers 
who in the past may have looked at the matter from 
a different standpoint will carefully reconsider their views on 
this question, and receive the book in the same spirit as that in 
whi^h it is written. 

The Author will, at any time, be pleased to hear from his 
readers and to elucidate any point which may be found difficult 
to understand, and takes this opportunity of expressing to his 
friend Mr. J. A. Woodruffe, F.C.I. S., his appreciation of the 
assistance rendered to him in the compilation of this volume. 
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CHAPTER I. 



INTRODUCTION. 



** The extraordinary diversity o£ opinion as to the value of an average 
printing job, as evinced by several different estimates in competition, has 
always been a cause of surprise to consumers and printers, and it is 
undoubtedly due to this wild estimating that the modem practice of 
putting almost every job up to competition has become so general." — 
Profit for Printtrs, 

The methods of ascertaining cost at present in vogue are 
multifarious. Every printer is a system unto himself, com- 
prising many quaint and unique peculiarities, handed down 
probably from generation to generation, or picked up second- 
hand from some quack practitioner who considers himself 
sufficiently competent to advise others on the cost question. 

At any rate, it is evident that the variety of systems by which 
the printer fixes his selling price leads to terrific confusion. It 
accounts almost wholly for the lack of stability in prices quoted 
and the unremtmerativeness of the trade. 

The average printer is not wholly to blame for this state of 
aflfairs, but rather is to be pitied as the unfortunate victim of 
circumstance. Twenty printers whose wage bills vary from 
j£^oo to £2^,000 per annum have supplied detailed estimates 
for a given job, showing how they calculate their cost aiid base 
their charges for working expenses and profit. In the analysis 
of these figures lies the whole secret and the solution to this 
most difficult problem. 
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15 


15 


I 4 


900 


Comp. 32 ^ 2/6. *25% on Sell. Value. 
Comp. x/. Mach. x/- Read. 1/3. 

[Mach. 1/6. Cuttg. x/- 
Comp. 7d. x,ooo ens. Cover x/6. 




7 7 10 


33» 


33» 


2 9 8 


9 17 6 




XX xo 6 


25 


as 


2 X7 6 


14 8 




6 15 4 


xo 


10 


14 8 


7 10 




4 17 6 


331 


33! 


X X2 6 


6 XO 




5 " 7 


331 


33I 


X 17 2 


789 


Comp. od. Read, i/- Mach. i/- 
Comp. 8d. Mach. m.-r. 8d., run. 2/- 




4 10 I 


33^ 


33s 


X xo 


601 




7 15 9 


25" 


25 


X 19 


9 14 9 


Comp. 36 pp. @ 3/- 




5 15 6 


50 




2 XI 3 , 869 






6 X 9 


30 


30 


X 15 9 


7 17 6 


Comp. i/- 




3 M 3 


33i 


33i 


I 4 


4 16 3 


Comp. 33 pp. & x/6. 

Comp. 1/2. Mach. x/3. Bindery 33}% 




12 XI 


10 


10 


I 5 I 


13 6 I 
897 




6 15 8 


35 


25 


I 13 11 


Comp.Sd. Mach. x/- 




10 X I 


xo 


10 


I I 


II X 2 


Comp. 1/3. Mach. x/6. Bmdery 33i%. 



Estimates — continued. 





Per cent, for Profit 








Total 








Selling 
Value 


Remarks 




Cost 












Labour 


Material 


Amotmt 








£ s d 






£ s d 


£ s d 






1617 4 


xo 


10 


I 13 8 


18 II 






18 16 4 


10 


10 


I 17 8 


20 14 






14 


25 


25 


3 10 


17 10 






15 X 


15 


15 


250 


17 6 


Halved inside Paper. 
♦Comp. 60%. Mach. 75%. 


[5«%. 


16 6 4 


III 


li 


5 9 8 


21 16 


Bindery 


lA 2 

18 10 9 


4 14 


18 16 






15 


15 


2 X4 3 


21 5 


♦25% on Selling Price. 




14 7 


29 


29 


430 


18 10 






21 5 6 


25 


25 


566 


26 12 






15 I 8 


xo 


10 


X XO 4 
4 I 6 


16 12 






13 8 6 


30 


30 


17 10 






12 19 xo 


^5, 


25 


3 4" 


^5 * g 

16 15 8 






12 IX 9 


33i 


33J 


4 3" 






15 8 


25 


25 


3 17 


19 5 


Halved inside Paper. 




13 17 6 


50 




3 18 


17 15 6 






14 14 


1 ^, 


29^ 


460 


19 






12 7 6 


33i 


33i 


426 


16 10 






20 7 5 


10 


10 


209 


22 8 2 






14x8 2 
x8 2 3 


25 


25 


3 14 7 


18 12 9 






10 


10 


X x6 3 


19 18 6 
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In the foregoing estimates it will be noticed that: 

No. 5 departmentalises his expenses and calculates them as 
a separate and varying percentage on each department. 

Nos. i8 and 20 yse a rate per hour to cover wages and 
departmental expenses, which we will call process cost, and 
calculate their general charges as a percentage on that process 
cost. 

Nos. I, 9, 10, and 15 put 75 per cent, or 80 per cent, on to 
the total productive wages to cover departmental and general 
charges. 

No. 13 (unlucky number) calculates his composition and 
make-ready on machine at bare wage cost, but his running at 
2S. per hour — ^a most remarkable arrangement, scarcely 
consistent with actual cost. 

Others vary their method and calculate something for 
exp)enses and profit on the total of labour and material ; whilst 
one printer goes so far as to calculate his general charges upon 
his selling value. 

Of these various methods, the most sensible to my mind, 
the most accurate, the one which will give the best financial 
results irrespective of the class of trade quoted for, is that 
adopted by No. 20. The basic principle involved is a rate 
per h©ur for each process to cover the cost of wages and depart- 
mental expenses, called process cost. General charges are 
calculated as a percentage upon total process cost, thus : 

Material •• •• 

Process Cost . • 

General Charges, 50 per cent, on Process Cost 

Total Cost. « 

Ten per cent. Profit . . 

Selling Value 
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Let us assume that the expenses of a concern for a period 



are: 



Productive Material Consumed 

Wages 
WorUng Expenses— Departmental 
ti General 

Total Coat 



9.000 
3.000 
6,000 

;fa7,ooo 



Depaitmental charges vary according to the departments, 
so must be calculated upon their respective departments, but 
general charges are a charge against the total production, and 
should be calculated upon that production. However, for our 
illustration it is sufficient to add our departmental and general 
charges together and call them working expenses. 

Working expenses are 100 per cent, of productive wages, or 
50 per cent, of productive wages and material. 

Suppose two firms are in competition, one basing its 
expenses as 100 per cent, of productive wages and the other 
one reckoning 50 per cent, on the total of productive wages 
,and material. Three jobs come along consisting of — 



Material 
Wages 



Job No. I 


Job No. 2 


Job. No. 3 


/55 
£55 


/lo 
£100 


;fl0O 

£10 



A. quotes 100 per cent, on Productive Wages. 



Material.. 
Wages .. 
Working Expenses 

Total Cost 

Ten per cent. Profit 

Selling Value .. 



55 
55 
55 


10 

leo 
zoo 


100 

ID 
10 


165 
16 


210 
21 


120 
12 


;fl8l 


/231 


;fi32 



M 
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B. quotes 50 per cent, on Productive Wages and Material. 



Material .. 
Wages .. 

Total 

Working Expenses 

Total Cost 

Ten per cent. Profit 

Selling Value . . 



55 
55 


10 


IOC 
10 


no 
55 


no 
55 


no 
55 


165 
16 


165 
16 


1(55 
16 


;fl8l 


;fl8l 


;fl8l 



Where wages and material are of equal proportion both 
quote alike; but when one preponderates over the other, 
system asserts itself. 

For job No. 2, A. asks jfajx, B. quotes jf 181. 
,, No. 3, A. asks i^yi, B. quotes ;(i8i. 

Each printer gets a job and blames the other fellow for 
cutting prices, but both are right in their calculations. Neither 
is knowingly cutting under, or taking a mean advantage of his 
competitor, but each is laying himself out to obtain a certain 
class of trade. A. aims at those jobs which contain a greater 
amount of material ; B. is endeavouring to secure those which 
preponderate in labour, and each succeeds in his efforts on 
account of his price. 



But what is the result? B. gets plenty of work containing 
little material. He finds that he is working full time, perhaps 
overtime, for the greater part of the year, yet he cannot make 
ends meet. His works are producing more economically than 
ever, yet he can only say, " I made profits in the past, but now, 
although my works are running better, I cannot make a cent. 
Whyisiit?" 



PRINTING AND ALLIED TRADES. 1 5 

Because his expenses, instead of being — 

Material .• •• .. /9»ooo 

Productive Wages • . • • 9,000 

Expenses .. •• .. 9,000 

Total •• .. £27,000 

are something like this — 

Material •• .. .. £6,000 

Productive Wages .. .. 10,000 

Expenses •• •• .. 9.000 

Total .. •• /25,ooo 

The productive wages are up by ;£i,ooo, whilst the expenses 
remain the same. This, of course, should be a very healthy 
sign, but when one considers that material has gone down 
jQZy^oo it is easy to realise the reason for the printer's 
unhappiness. 

Whilst this has been happening to B., what has become 
of A. ? Probably he has not been so successful as B. in obtain- 
ing orders. His works have had slack times, he feels 
despondent and looks glum, yet when his Audited Accounts 
and Balance Sheet arrive he is agreeably surprised to find a 
small balance on the right side. His accounts show: — 

Material .. .. .. /i2,ooo 

Productive Wages •. .. 8.000 

Expenses .. .. •• 9>c>oo 

Total .• .. ;f 29,000 

as being the relative cost under each heading. Wages are 
down, expenses are normal, the percentage of expenses to wages 
has gone up, but he has consumed a greater amount of 
material, on which he has obtained at least a lo per cent, 
profit. He has improved his reputation as a high-class printer 
and is respected by his fellow craftsmen. 
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Yet it is not the just reward of efficient management. It is 
his fortune. It is the other man^s misfortune. 

Now let us look at the results shown by the Cost Accounts. 

B. calculates his expenses as 50 per cent* on Productive Wages 
and Material combined^ thus : — 



Mftterial Consamed •• 

Productive Wages •• 

Total 
50% Expenses •• •• 

Total Prodnctioxi 



/6.000 
10,000 

16,000 
8,000 

;£a4.ooo 



His expenses are £2^^000^ therefore he has lost £1^000 on 
manufacturing during the period because he has not reckoned 
the whole of his expenses in his estimates^ nor transferred 
them to the Cost Tickets, therefore the anumnt unrecovered must 
either be deducted from the profit, or added to the loss shown on Jobs 
in order to reconcile the Cost figures of Profit or Loss with the 
Financial Accounts. 

His expenses, instead of being 50 per cent, on the total of 
Productive Wages and Material, have risen to ^6 per cent., but 
had he obtained the same jobs, and calculated his expenses as loo 
per cent, on Productive Wages alone, his production would have been 

Material Consumed •• •• £^,000 

Productive Wages •• .. xo,ooo 

100% Expenses •• .. .. 10,000 

Total Production . . ;(26,ooo 

or ;^z»ooo higher than his expenses, thus giving him an additional 
profit of ;^i,ooo beyond that shown on his Cost Tickets, or 
£2,000 more than appears in the Financial Accounts, and his 
expenses, instead of being 100 per cent on Productive Wages, 
would have gone down to 90 per cent. 
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A, has been calculating his expenses as loo per cent on Productive 
Wages. His production is 

Material Consumed .. •• £12^000 

Productive Wages • • , . 8,000 

100% Expenses . . . . . . 8,000 

Total. Production .. ;^28,ooo 



or ;^i,ooo less than his expenditure, and therefore he too has lost 
;f 1,000 on Manufacturing, and must deduct that figure from the 
Profit, or add it to tJie loss shown on Jobs in order to reconcile his 
Costs with the Financial Accounts. 

His expenses have gone up frotn loo per cent, to 112 per 
cent, on the Productive Wages. 

Had he obtained the same orders and calculated his expenses as 
50 per cent, on Material and Wages, his production would have 

been 

Material Consumed .. .. /12.000 

Productive Wages . , . . /8,ooo 

Total .. .. 20,000 

50% Expenses . . . . . . 10,000 

Total Production . . ;f 30,000 

or ;^i,ooo more than his expenses, meaning ;f 1,000 additional 
profit more than that shown on his Cost Tickets, and ;^2,ooo 
more than the actual profit shown by the Financial Accounts. 
His expenses, instead of being 50 per cent., would have gone down 
to 45 per cent. 

It will be noticed that the expenses of A. and B., taken as one 
concern, are 

Material Consumed . . . • /iS.ooo 

Productive Wages . • . . 18,000 

Expenses .. •• . •• 18,000 

Total Cost .. ,. ;f54)OOo 
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There has been no otttside inflwnce^ no work taken away by 
other competitors, but owing to the different methods of calcu- 
lating the expenses the jobs have been divided into those which 
preponderate in Labour and those containing a greater proportion 
of Material. 

The total production of the two estahlisJvments is 

Material Consumed • • • • ;^i8,ooo 

Productive Wages .. .. 18,000 

Expenses Recovered . . . . 16,000 



Total Production • . ^52,000 



showing ;^2,ooo loss on manufacturing. Where has that ;^2,ooo 
gone to ? Into the pockets of the customers, simply because 
they hsLve played one printer against the other ^ put every job up to 
competition^ and taken advantage of the varying bases of recovering 
the expenses. 

Had both these houses calculated their expenses one recognised way, 
using the same basis, their total production would have been 

Material Consumed . . . . ;^i8,ooo 

Productive Wages ... . . 18,000 

Expenses .. .. •. 18,000 



Total Production . .. ;(54,ooo 

the same as their total expenses , and that ;^2,ooo which lias gone to 
swell the profits of the customer would have remained in the possession 
of the printer. 

All of us in turn make mistakes in our estimates. Two men 
in the quotation for 5,000 booklets halved the paper, some 
forgot the ink ; but these are minor details compared with that 
most important principle, How do you base your Cost? How 
do you calculate your Working Expenses? 
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CHAPTER n. 



THE BASIC FACTOR. 



DEPARTMENTALISATION ESSENTIAL. 



** How many printers are worried into unwholesome trouUous lives by 
uncertainties about the case room ! They tell their wives that the thing 
does not pay, but it may be something else they lose on. Surely these 
worried over-anxious printers can see that if they will establish a fair 
selling value f<»' their goods, and abide by this value, they will obtain in 
time the confidence of their customers because their prices are con- 
sistent. ' * — Profit for Prmtirs, 

Having carefully considered the previous chapter my readers 
will now be able to fully realise the importance of levying the 
working expenses on labour instead of the total of labour and 
materials, but I wish to go a stage further and show the neces- 
sity of departmentalising the working expenses so as to ascertain 
the actual cost of each department, in order that the expenses 
of each department may be recovered upon the production 
of that department. 

Supposing that our establishment consists of the following 
producing depaxtments : — 



Letterpress. 



Lithographic. 



BiMDBRY. 



Ruling 
Binding 
Cutting 
Fdding,Sewing,&c . 



Composition Artists 

Electro and Stereo Transfer 

L*press, Cylinder Lo. Machine 

Platen Bronzing 

It is quite evident that the same percentage oi working 
expenses is not applicable to each of these departments. 
Artists, for instance, will be a cheap department compared 
with the Litho Machine Department, which costs for every 

B 2 
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jQioo of productive labour nearly five times as much as Artists 
in Departmental Working Expenses. Composition cannot be 
compared with Letterpress Machine, neither can Cutting with 
Folding and Sewing, and so on. It is absolutely necessary to 
ascertain the actual cost of running each of these departments 
separately, if we are to obtain a fair price for the work done 
by these various departments. 

Take, for illustration, two concerns run respectively by Smith 
and Jones. Each consists of three departments, which cost, 
say, lo per cent., 33^^ per cent., and 100 per cent, respectively 
for departmental charges. Assume that the productive 



wages are : — 
A Dept. 
B ,. 
C ., 



:5,ooo .. 


10% 


3.250 .. 


S5i% 


1,750 •• 


100% 



Total Productive Wages ;f io,ooo 



DC. 



D.C. 



/500 
1,083 
1.750 



;f3.333 



and that the general charges are 50 per cent, of process cost — 
i.e,, productive wages and departmental charges, thus: — 



Productive Wages 
Departmental Charges 



Process Cost 

General Charges 50% . . 

Total 

Smith reckons his Working 
Expensies as 100% on 
Productive Wages, viz. : 

Productive Wages .. /io,ooo 
Working Expenses . . 10,000 



Total /2o,ooo 



;f 10,000 

3.333 

/13.333 
6,667 

/20,000 



But Jones calculates his 

Working Expenses on his 

actual figures for D.C. 

and G.C., thus: 

Productive Wages . . / 10, 000 

D.C. (various) .. .. 3,333 

Process Cost . . . . :f 13.333 
General Charges • . 6,667 

Total /2o,ooo 
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Both are endeavouring to recover the same total working 
expenses on the same total productive wages, and are in 
competition for the following jobs : — 
Smith 



Dbpt. 

A. Wages £ioo 

B. , loo 

C. „ loo 



Total Wages 
Working Expenses 

Total Cost 



:f300 

300 

;f600 



Dept. 

A. Wages /500 

B. „ 100 

C. „ 100 

Total Wages . . . . 700 

Working Expenses . . 700 

Total Cost .. .. ;fi,40o 



Dbpt. 

A. Wages ;fioo 

B. „ 100 

C. „ 500 

Total Wages 
Working Expenses 

Total Cost 



/700 
700 



Jones 



Dept. 








A. Wages 


.. ;flOO 


D.C. 


£^0 


B. .. 


100 


»• 


33 


c. ., 


.. 100 


(• 


100 


Wages 


•• /300 


/143 


D.C. 


.. 143 




BB» 


Process Cost ^443 






5o%G.C. 


.. 221 






Total Cost 


.. £664 




Dbpt. 








A. Wages 


.. £500 


D.C. 


/5O 


B. .. 


• • 100 


»f 


33 


c. ., 


.. 100 


»» 


100 


Wages 


.. ;f700 


/183 


D.C. 


.. 183 




*"* 


Process Cost ^883 






50% G.C. 


.. 441 






Total Cost 


;fi»324 






Dept. 








A. Wages 


.. ;flOO 


D.C. 


£^0 


B. .. 


• . 100 


(* 


33 


C. ., 


.• 500 


i» 


500 


Wages 


.. /700 


;f543 


D.C. 


.• 543 




™= 


Process Cost /i,243 






50% G.C. 


• • 621 






Total Cost 


/1.864 





These figures forcibly illustrate the fact that even if all 
printers were to calculate their working expenses upon produc- 
tive wageSf and were to estimate correctly the amount of 
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productive wages, there would still be a great variance in prices 
^otedf unless they all calculated their departmental and general 
charges on the same basis. It will be noticed that Smith quotes 
the same price irrespective of whether the job is handled in 
the most expensive or the least expensive department, whether 
it consists mainly of machining or bindery work. 

This method certainly obtains for Smith a greater amount 
of machine work than Jones is able to get hold of; in fact, 
Smith will secure all those orders where long runs pre- 
dominate. He keeps his machines employed fairly well, but is 
starving his other departments, and it is these departments 
which, under his system of estimating and costing, earn the 
profits. His Machine Department loses him. money, but he is 
unaware of the fact because other departments stand a propor- 
tion of expense which is properly chargeable to the Machine 
Department. 

This accounts in a great degree for the remark so often 
heard, ** Smith is cut out for this class of work — ^we cannot 
touch it at the price," aiKi so forth. But is Smith cut out for 
thai class of trade any better than Jones? No, but he is cutting 
Jones out by his system, and finally Smith realises that things 
are not as well as they might be, that he is gradually drifting 
down. 

All these things are the outcome of lack of a uniform 
recognised system of ascertaining cost and selling vcdue, want 
of confidence in one^s fellow printers, and of cohesion in 
attempting to put into practice the remedy for these evils. 

The remedy is plain; the cure is certain. It only requires 
each printer to say : " This is the way to calculate our 
cost"; and "This is our price.'' A recognised minimum 
selling value for each process, below which no one will venture 
to cut. 
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Adopt one system and keep to it. If this is done we shall 
hear no more of the unremunerativeness of the trade, and it 
will truly be a fine art and a paying business. 

Is there any other trade like this? Is there anyone outside 
a printing office who would believe that the following selling 
value rates are actually in use at present by some of the twenty 
houses whose estimates were given on pages 10 and 11? 



Firm. 


COMP. 






Machirb. 


BiMDEay. 


CUTTINO. 


I 


. I/3J 






l/lll ... 


.. 


1/H| 


2 


. 2/oj 






2/ji 


.. 


. I/7I 


5 


"3% 






»33% 


100% .. 




6 


• 






1/4 






« 


. »/4 






1/4 






10 


• • • 






2/1J9 






II 


. 






2/8 






12 


. x/- 


. 


M 


1/4 
.-R. loM. 


.. 


. 1/4 


13 


lo^d. 


Run 2/8 






16 


. »/3i 












18 


. l/ii 




■ • 


2/oi 


120% 




19 


. i/oj 




.. 


1/61 


56% 




20 


. 2/of 




• • 


2/5f 


120% 





But it is so. You can figure it out yourself. Can it be 
wondered at that you give many estimates but that few bear 
fruit? No. Rather than continue in this manner it is better 
to start again, applying one basis — one system — one uniform 
method of ascertaining cost. Then, and not till then, will this 
all-important question be solved and an era of prosperity 
set in. 
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CHAPTER III. 



STOCKS AND STOCKTAKING. 



I THINK I am safe in saying the majority of printers have 
to wait until the end of a financial year before they can ascer- 
tain the result of their trading, and in order to obtain the 
desired information they put into operation that old-fashioned, 
time-honoured institution, the terror of the storekeeper and the 
clerks, but the sheet-anchor of the progressive man of 
business — a. stocktaking. 

The printing trade ofiFers great obsto^cles to the ascertain- 
ment of stocks by methods applicable to an ordinairy business. 
Work in progress in every condition imaginable makes it 
impossible to describe properly or arrive at a reasonably near 
value of the goods unless the actual cost to date can be 
ascertained. 

The general method of taking stock is to obtain some sheets 
of paper, or a book, and walk round the works, putting down 
each item that is seen, omitting, of course, those not seen, 
value, extend, and then by adding up the sheets arrive at the 
approximate value of the Raw Material, Work in Progress, and 
Finished Work constituting the stocks. 

This is only an estimate, tt would be better described as a 
guess, and more often than not the guess is out — sometimes 
miles out. Some items are missed altogether; others are 
valued twice, so the accountant conducting the audit invariably 
insists upon the directors certifying the accuracy of the stocks 
in order to cover himself if things go wrong. 
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Too often stocks offer the opportunity for the unscrupulous 
manager to bolster up weak trading or bad manufacturing, 
and if this goes on for long without being discovered it is almost 
certain to result in bankruptcy. 

Why ? Simply because you take stock to see what you have 
got instead of taking stock to see that you actually have what 
you know should be on the premises. Stocktaking must be a 
check upon, not an estimate of, the stocks. 

If you know the production of the works and the consumption 
of the stores, you know your stocks. If you know your stocks, 
you know the exact financial position of your business. 

Many managers endeavour each month to keep touch with 
the financial position of their business by simply watching the 
wages paid, material purchased, and expenses incurred, against 
which they compare the sales. Of course, this would not be far 
wrong if the stock in hand at the commencement and close of 
the period was the same, but this is never so. 

The difference between expenses and sales may show the 
manager a profit of ;£5oo, and he thinks he is doing well ; but 
if stocks are down ;£6oo, he is actually ;^ioo to the bad. 

The only item of unknown quantity is the diflPerence in stocks. 
Know stocks and you know your business. To know stocks it 
is necessary to know the production of the works and the 
consumption of the stores. 
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CHAPTER IV. 



A5CBRTA1NINO PRODUCTION— THE 
ANALYSIS OP WAQBS. 



Production is the enhanced realisable value of work in 
progress at the close of a day. It is not the expense incurred 
that day, because your departments may have been employed 
wholly unproductively, and your work in progress 'may not be 
worth a cent, more than it was at the commencement. 

The basic factor is productive wages. These are wages paid 
for a necessary operation of normal production, ascertainable 
in definite quantities and chargeable to definite orders, all 
other wages, including spoilt and abortive work, are 
unproductive. 

In order to ascertain the amount of productive wages it is 
necessary to analyse the wages paid, so as to find the amount 
debited to jobs, and also to enable us, at the close of the 
period, to ascertain the actual departmental cost by an 
analysis of expenditure. 

The Wages Book (Form i6) should be sectionalised, each 
department having a sufficient number of blanks, after giving 
each employee a number, to allow for expansion and new hands. 
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For illustration allocate — 

Check Nos. i~ 20 to Artists' Department. 

.. 1. 21— 50 ., Transfer „ 

„ ,, 51 — 80 „ Litho Machinemen. 

„ ,. 8x— 120 „ „ Feeders. 

M ,, 121 — 150 M Compositors, 

f. *. 151 — iSo ,, L'press Machinemen. 

,, „ 181 — 220 „ ,, Feeders. 

,, „ 221—350 „ Bindery, 

•f •» 351—370 >» Stone Polishing. 

.. 371—375 ». Motive Power. 

»t »t 376— 3S0 „ Storekeepers. (Raw Materials.) 

.. f. 381 — ^385 „ Stockkeepers. (Manufactured Goods.) 

ti •• 386—400 „ Genera] Charges — Manufacturing. 

„ ., 401—420 „ ., ,, Selling. 

Several diflferent kinds of Daily Time Records (Forms 5-10) 
are advocated. 

In the preparatory departments — Artists, Transfer, and 
Composition (Forms 5, 6, and 8) — ^it is considered advisable 
to give each workman a Time Book containing about fifty 
leaves. This facilitates reference when doing further work on 
a job, and also prevents errors in quoting order numbers. 

In the Machine Room a pad of Time Sheets is used (Forms 
7 and 9). When wanting a pass the machine man takes this 
pad, along with a sheet of the job, to the foreman, who fills in 
the time passed to indicate that make ready is completed and 
running is commenced. 

When the job is finished the foreman fills in the time off 
and gives the workman another job. 

The Bindery should use a loose Time Sheet (Form 10), with 
quarter hours printed down. This is ruled across on the 
completion of an operation. 
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A system similar to this is necessary where em.ployees are 
constantly changing from time-work to piece-work, or vice 
versa, otherwise the employee is tempted to magnify the time 
spent at time rates and minimise the time worked at piece rates, 
in order to have an extra shilling or two at the end of the 
we(^k. 

The quarter-hour Time Sheet prevents this, and also serves 
as a valuable check upon your piece prices, as the actual time 
spent on piece work is automatically obtained. 

Every productive worker makes out one of these Daily Time 
Sheets, showing how, and on what jobs, he has spent the day. 
This is initialled by the foreman and sent down to the office, 
where it is extracted to a Weekly Time Extract (Forms 13 and 
14), and the totals carried to the Wages Book (Form i6), from 
which the final Summary of the Wages Analysis is obtained 
(Form 17). 

The Weekly Extract of the Bindery Department (Form 14) 

forms the prime record from which the wages earned are 

ascertained before being transferred to the Wages Book 
(Form 16). 

Occasionally labour may be lent by one department to 
another. When this occurs it is necessary to send a Labour 
Lent form to the Cost Office, in order that the wages may be 
charged to the borrowing department (Form n). 

The number of productive hours worked by each class of 
machine is ascertained by means of an Analysis of Machinery 
Output (Form 15). From this analysis, which is a most 
important record, the manager should see that the average 
number of runs per hour is maintained, and prevent the leakage 
of time and money which is often the curse of the Machine 
Room. 
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The final summary of this analysis is invaluable. It ascer- 
tains the actual number of runs produced ; the average number 
of runs per hour for a period ; fixes your basis for estimating ; 
and solves that most vexed of all questions, the productive 
capacity of your machinery. 

The percentage for departmental charges or the number of 
productive hours transferred to cost, at the rate per hour added 
to the productive wages, gives you the total process cost on 
which to calculate the general charges and so ascertain the 
production to date (Form 17). 

Knowing the production of the works and the expenses 
incurred in production, we have only to adjust the profit shown 
on completed jobs in order to ascertain the exact financial 
position at any moment (Form 34). 
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CHAPTER V. 



CONSUMPTION OP STORBS. 



PuRCHASBS of raw material for stores are not an expense, 
being only an exchange of equal assets. Whether the cash 
is in the bank or the material in stores does not matter. The 
Trading Account is not affected until the item- is consumed. 

We charge all material purchased for stores to a Stores 
Account, and. if we obtain a correct record of the material 
issued we know consumption and also know the value of stock 
on hand. Therefore as consumption of stores is the item 
which goes into the Trading Account, the employees in charge 
of the various stores must be held responsible for the correct 
recording of material issued or returned in the books provided 
for that purpose (Forms 18-23). 

These books are kept in duplicate; the second page is 
retained in the book, being a carbon copy of the original entry, 
which is perforated to tear out and at the close of the day sent 
down to the Cost Office. 

All material charged to jobs is run out in the Productive 
column. That charged to departments or office in the 
Unproductive column, and the totals carried to the Summary 
of Stores Consumed (Form 27), thus arriving at the total 
consumption. 



PRINTING AND ALLIED TRADES. 3 1 

Know consumption and you control the stores. The opening 
stocks plus purchases should equal the consumption plus 
closing stocks. Now we have arrived at the stage when 
it is impossible to juggle with stocktaking; for, knowing 
consumption, we know what the closing stocks should be. 

The Material Issued and Returned Books provide the 
original record from which the various accounts in the Stores 
Ledger should be posted up. 

Laxity in looking after stores, in the issue of material and 
the recording of it, is a frequent source of loss to many houses. 

If it is necessary to keep your cash locked up, is it not just 
as necessary to keep your material, which is only cash in 
another form, on a proper basis? If you have special books 
in which to record your cash, is it not just as necessary to 
record your material? If you do not look after your cash, it 
disappears. If you neglect your material it will vanish, and 
the amount unaccounted for can only be treated as a loss. 

Modern business demands a careful attention to detail. It 
is necessary to see that every scrap of material issued and con- 
sumed is accounted for, otherwise your profit will not 
materialise. 

The difference l)etween the actual expenses incurred and the 
production obtained, added to the profit or loss shown on costs 
of completed jobs (Form 32), gives the Balance Sheet figure 
of profit or loss. 

Thus it is possible to know each month, each week, or even 
each day, the exact financial position of your business 
(Form 34). 
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CHAPTER VL 



ASCERTAINING DEPARTMENTAL COST— THE 
ANALYSIS OF EXPENSES. 



In the previous chapters we ascertained production (Form 
28) and prepared the groundwork suflficiently to enable us to 
analyse the expenses shown in the Trading Account (Form 29). 

We will now proceed to discuss the basic principles of 
analysing expenses, apply them, and so arrive at the cost of 
running each department (Forms 30 and 31). 

Items I and 2. Productive and Unproductive Wages are 
ascertained from the wages analysis (Form 17). Often in 
analysing expenses it is forgotten that many hours of the pro- 
ductive workers are spent upon unproductive work and the 
total wages paid to productive workers placed in the Produc- 
tive column. By this method some portion of the productive 
wages is not calculated in the cost of individual jobs, and the 
result is a loss of profit equal to the amount of wages and 
expenses unrecovered, because the total cost of jobs is 
understated. 

The Productive Wages in the Wages Analysis is the exact 
amount debited to jobs, therefore this is the item to go in the 
Productive column of the Analysis of Expenses. 

Productive Wages have already been defined as wages paid 
for a necessary operation of normal production (see p. 26). 
Waiting, and other abnormal items are clearly unproductive, 
and are treated as such in the Analysis of Wages. 
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Items 3 and 4, Material Consumed is taken from the 
Material Issued Records (Forms 18-23 and 27). There wiir 
probably be a slight difference in the booking out of materials, 
but this must be adjusted before transferring the figures to the 
Analysis of Expenses. 

Productive Material is the amount of the Productive 
column of the Material Issued Records, actually debited to 
Cost Tickets. Unproductive Materitai is the total of the 
Unproductive column, issued for departmental consumption, 
not on any given job, but for general use. It is not charge- 
able in definite quantities to definite orders. 

Item 5. Outwork is a direct purchase for a job. It is a 
productive item chargeable to the cost of that job. 

Item 6. Carriage outwards on goods delivered is a neces- 
sary cost and a definite charge to the job. Carriage on parcels 
chargeable to office must go as a general charge (Form 26). 

Item 7. Rent, Rates, Taxes, normal Lighting and Heating 
must be allocated according to the area of the various rooms. 

Item 8. Plant and Machinery Repairs, Renewals and 
Alterations are to be charged to the departments incurring the 
expense. 

Item 9. Plant and Machinery Insurance is based upon 
capital values and allocated accordingly (Form 36). 

Item lo. Plant and Machinery Depreciation is the actual 
figure incurred by each department taken from the Depreciation 
Records (Form 36). 

Item II. Motive Power. Purchases for this consist of Coal, 
Water, &c. They are carried to the Motive Power column 
in order to ascertain the total cost of motive power. 



or T,^^ 
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Items 12 and 13. Travellers' Salaries, Expenses, and Com- 
mission on Sales are purely selling exp^ises, and go into the 
General CJharges, Selling column. 

Item 14. Incidental Expenses. Each invoice should be 
marked indicating the department to which chargeable, and an 
analysis made giving the figure to charge to each (Form sf)- 

Item 15. Depreciation of Stocks and Stores to be charged 
against the respective stores. 

Item 16. In3urance of Stocks and Stores should be treated 
similarly, each bearing its proper proportion. 

Item 17. Director's Remuneration. The managing 
director's time is principally occupied in supervising manu- 
facturing, therefore this expense should go into the General 
Chaiges, Manufacturing column. If a portion of his time is 
taken up travelling or managing the selling side of the business, 
a proportion should be put into the General Charges, Selling 
column. 

Item 18. Bad Debts are a selling expense. 

It^m 19. Discounts on Sales. Some writers think that this 
should be deducted from the sale price of the goods, but if you 
do this, and render your invoices net, the customer will 
probably knock another 2% per cent. oflF when sending his 
cheque, so it is advisable to treat it as an expense. At any 
rate, you have a chance of getting the full amount, and if you 
take into consideration the rate of discount when fixing your 
selling price you will not lose anything over the transaction. 

Item 20 shows the agreement with the Trading Account 
(Form 29). There are, however, two items on the debit side of 
the Trading Account which we have not yet dealt with, jQ7$o 
difference in stocks and ;^ 1,500 profit. Neither of these are 
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expenses of production, therefore they must not be treated 
iiere. They are shown on the Summary of the Analysis of 
Expenses. (Form 31.) 

But there are other expenses of production which do not 
appear in the Trading Account, and which are a frequent 
source of blunder when analysing expenses, or when calculating 
the percentage of expenses to productive wages. These are 
rejected sketches and work for self. They are regarded as 
productive in the costs, and if you do not recover them in your 
expenses your profit will not materialise, because the profit 
shown on jobs will be overstated by that figure. 

Item 21. Rejected Sketches are a very heavy item, and are 
responsible for many printers' losses. The unfortunate part 
is that this item is always out of sight. It never comes to 
light in the financial accounts, and I am very much afraid that 
it is an unknown quantity in many houses, because the printer 
seldom takes the trouble to find out how much it amounts to 
in any period. Printers should combine to prevent customers 
putting a dozen or more houses in competition for expensive 
sketches when there is little chance of an order resulting. 
Often the cost of sketching more than covers the value of the 
order wh^i received, and the trade as a whole loses heavily. 
If printers would charge every sketch, and not sketch without 
the customer undertaking to pay for his sketches, we should 
not have this heavy item to cover in our cost. 

However, we must face the evil, regard these rejected 
sketches as a selling expense, and treat them as such in the 
analysis of expenses. 

Item 22. Work for Self. This also is seldom covered in 

the costs, because it does not come to light in the financial 

accounts. It is mainly a manufacturing expense, but partly a 

C 2 
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selling charge. It requires dividing according to the nature of 
the work done, whether it is consumed by the manufacturing or 
the selling end of the business. 

Item 23. Motive Power has up to the present been 
regarded as a separate department, but now we know its total 
cost we can divide it over the departments according to the 
amount required to drive each. 

Item 24. Stone Polishing. If we could find a basis of 
charging this to the various jobs it might be satisfactory, but 
as stones are polished at all times, and the workmen are con- 
stantly being stopped to go and assist in other departments, it 
is almost impossible to get correct records from which to 
ascertain a fair hour cost. Some charge polishing as a cost per 
square foot of stone, but this is a complicated method, likely to 
go awry. 

Under the circumstances I prefer to regard it in a similar 
manner to distribution of type, which is looked upon as an 
expense of the Compositors' Department, and, as the Transfer 
Department consumes the stones, treat it as an expense of that 
department. ^ 

Item 25. — Manufactured Stock issued is ascertained from the 
Manufactured Stock Issued Records in the same manner as 
material is dealt with (Forms 24, 25, and 27). 

Item 26. We have now arrived at the cost of each depart- 
ment from a departmental point of view. All expenses incurred 
within the departments have been charged to them, ascertain- 
ing process cost, but there are other expenses outside their 
control and belonging to the general management. 

Opinions differ as to the correct method of levying these 
over the departments in order to arrive at total manufacturing 
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cost. One writer calculates them on the total productive wages 
alone and adds the percentage obtained to his departmental 
percentage. Another calculates them upon the total of pro- 
ductive wages and material, whilst others add them as a per- 
centage to total wages paid, but I think they should be divided 
into two classes: General Charges Chargeable against 
Manufacturing and General Charges Chargeable against 
Selling. 

Item 27. General Charges Manufacturing should be calcu- 
lated upon total process cost — i,e,, Productive Wages and 
Departmental Charges. The management buys each depart- 
ment's production at its process cost. Does a middleman stop 
to ascertain the amount of labour in an article before calcu- 
lating his percentage for expenses? There may be a 
department w^orking at 20 per cent, departmental charges and 
another at 100 per cent. Are both to bear the same amount 
for general manufacturing charges? I think not. Certainly the 
department with the heavy expenditure will consume more of 
the general management expenses than the cheaper department. 

The only correct basis, in my opinion, is to allocate the 
general charges, manufacturing over the producing departments 
according to the value of the work they produce — i.e., their 
Process Cost. 

Item 28. This gives us the total manufacturing cost. 

Item 29. — Expenses of Manufactured Stock. This consists 
principally of depreciation, and it is difficult to define how it 
shall be recovered. Certainly it ought not to be treated as a 
percentage upon manufactured stock issued, because the 
stagnant stock incurs the greater expense, the cost of handling 
moving stock being very small. 
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Printers should insist upon goods being delivered when 
printed, or at least within twelve months of date of order. Then 
the expense of manufactured stock would be practically nil. 

Customers object to pay any interest on the capital locked 
up, although they ought to be charged with this and also the 
cost of storage, especially as by ordering a larger quantity they 
obtain the goods at a reduced price. 

However, as it is obviously unfair and incorrect to calculate 
these expenses on manufactured stock issued, we have only one 
alternative, and that is to throw them into the selling expenses. 

Selling Expenses are incurred whether dealing in labour or 
material, and should in costing be calculated as a percentage 
on the total sales. 

In estimating, the equivalent percentage on total manu- 
facturing cost could be added. 

Item 30. Total Cost. We have divided all the expenses of 
the concern over the departments, ascertained the cost of each 
(Forms 30 and 31), the percentage of departmental charges to 
the productive wages, giving process cost, and the percentage 
of general chaxges manufacturing giving total manufacturing 
cost, also the percentage of departmental diarges (or ware- 
house expenses) to material consumed, and the percentage of 
selling expenses to the total sales. 

By dividing the number of productive hours in the Wages 
or Machinery Analysis (Forms 15, i6, and 17) into the 
expenses we are able to fix the hour cost for any process, and 
also to ascertain a fair selling price for all work done. 
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CHAPTER VII. 



RBCOVBRINO WORKING EXPENSES. 



Having ascertained the cost of each department, the 
question now arises : What is the correct method of recovering 
these expenses an the individual jobs? 

Is it to be done by means of a percentage or as a rate per 
hour to be added to productive wages ? In my opinion a rate 
per hour is the only correct way of recovering your depart- 
mental charges in those departments where wages vajy. Take 
the Artists' Department as an instance. Here the wages 
fluctuate exceedingly. One man may be paid lod. per hour 
and another is. 8d. Departmental charges are 19 per cent, of 
productive wages (Form 31); therefore, the percentage basis 
would give you is. and 2s. per hour as process cost, and you 
would be recovering 2d. and 4d. per hoiur respectively for 
depaortmental charges. 

It is evident that the more expensive man does not cost 
twice as much as the other in departmental expenses. Both 
have the same floor space, the same light, heat, and other 
expenses. If a workman is increased 2j^d. per hour in his 
wages, is he costing you any more for departmental expenses? 
No, but you would be recovering 3d. per hour on your costs. 

In this department the hour rate for expenses comes out at 
threepence, which added to the productive wages gives you 
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IS. id and is. iid. instead of is. and 2s. per hour under the 
percentage method; therefore, the rate per hour is the most 
correct basis. 

In the Machine Department a rate per hour should be fixed 
for each machine. If there is only one class of machine the 
actual number of productive hours divided into the depart- 
mental charges gives the rate per hour to add to productive 
wages to obtain process cost. If the classes and sizes of 
machines vary it is necessary to analyse further the depart- 
mental charges, treating each class of machine as a separate 
department; then, by dividing the actual productive hours 
worked by each class of machine into the departmental expenses 
of each class of machine (Form 15), ascertain the hour rate to 
be added to productive wages to obtain process cost. 

In the Bindery Department it is impossible to give a rate per 
hour for departmental charges, because often, and more often 
than not, the employees are paid at piece rates. Here the per- 
centage method is perfectly correct, as it simply increases the 
cost pro rata per unit of production. 

On Raw Material Issued we have no alternative. We must 
calculate the departmental charges as a percentage on the value 
of the material consumed. The average value of materials 
consumed under normal conditions will only vary very slightly, 
and in all probability the expenses of handling the stock will 
fluctuate accordingly. 

Are General Charges, manufacturing and selling, to be 
recovered in the hour rate or as a percentage on the total 
departmental — 1.^., process— cost ? 

Now, the principle was laid down that general charges 
manufacturing were a charge against total process cost — j.f., 
productive wages and departmental charges — and that general 
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charges selling were a charge against the total sales. If we 
take this view on total production we must adhere to it when 
costing inddividual jobs, otherwise we shall not be able to swear 
by our price. 

You know the rates you have ascertained are correct, that 
you have covered every item of your cost, that if you use 
those rates in your estimating and costing, your profit will 
materialise, and that you will be able to swear by your price. 
Accept it and swear by it. 
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CHAPTER VIIL 



ASCERTAINING JOB COST. 



In ascextaining job cost the first essential is to record all 
orders when received in an Order Book (Form 3), then to issue 
a Work Ticket (Form i) containing all the paiticulars necessary 
to cany the job through without a hitch. 

A Cost Ticket (Form 2) is issued at the same time, being a 
carbon copy of particulars of order. Only one Work Ticket 
and one Cost Ticket is issued for each job, and as these are 
numbered consecutively one job is worked to one order 
number. 

The Cost Ticket goes to the cost clerk, but the Work Ticket 
accompanies the job on its way through the works. The store- 
keeper issues all material on the production of the Work 
Ticket and enters the material issued on the back of the Work 
Ticket in addition to recording it in the Material Issued Book 
(Forms 18, 20, 22) provided for that purpose. Any material 
returned is treated in the same manner, the quantity being 
marked off the Work Ticket and entered in the Material 
Returned Book (Forms 19, 21, 23). 

The Material Issued and Returned Books are duplicated, 
the original entry goiiig to the cost office. The carbon copy is 
retained in the book. The cost clerk checks the prices, extends 
the material, and posts to the Cost Ticket the quantity, 
description, and cost price of material consumed on the order. 
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The Time Sheets (Forms 5-10), recording all work done, are 
entered daily to the Cost Tickets. Productive workers are 
often engaged unproductively, waiting for stone, forme, and 
similar items. For various reasons these axe regarded as unpro- 
ductive in the Wages Analysis (Form 16), yet it is advisable 
to memo, them on the Cost Ticket (Form 2), and the section 
Productive Workers engaged Unproductively is provided for 
that purpose; but in calculating your cost you ignore this 
section, because the works have not been credited with it as 
production. They are there for future reference, to show you 
that something went wrong in the past and to assist you to 
save it in the future. They are not items <rf normal cost. They 
are an expense of the house. 

Deliveries and Carriage are posted to the Cost Ticket from 
the Delivery and Carriage Record Book (Form 26), in which 
is recorded everything sent ofF the premises. This record 
provides a valuable check upon the carriers' accounts. 

Outwork is entered from, the invoices or the Purchases Day 
Book (Form 37), and manufactured stock is taken from the 
Manufactured Stock Issued Record (Forms 24 and 25). 

Sales are posted from the Sales Day Book (Form 38), thus 
ensuring that every item delivered is charged to the customer ; 
and we have now got all the necessary details entered to the 
Cost Tickets to enable us to ascertain the cost of all work done. 

When a job is finished the cost is made up in the following 
manner : — ^The Work Ticket, attached to which is a file copy 
of the job, is taken, and the amount of material required 
checked with that entered on the Cost Ticket ; the time booked 
to the job is criticised, the number of runs checked, the 
quantities at piece rates totalled and checked, and if the cost 
clerk is satisfied that all items are technically correct he applies 
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the rates per hour for productive wages and departmental 
charges and so arrives at process cost. On this total he cal- 
culates the percentage for general charges manufaiCturing, 
brings forward the cost of material and material depart- 
mental dmrges, adds outwork, and so obtains the total 
manufacturing cost. 

To the total manufacturing cost he adds manufactured stock 
issued, carriage, and the percentage for selling expenses, and 
so arrives at a total cost of the job. 

The charge to customer, manufactured stock, rejected 
sketches, work for self, and other nominal accounts is filled in 
and the total charge obtained. The diflference is profit or loss 
on the job. 

Our Summary is: 

Productive Wages .. •• £ 
Departmental Charges 

s Procbss Cost .. £ 

General Charges, Manufacturing 

Material £ 

„ Departmental Charges 



Total Material and D.C. £ 

Outwork 

Total Manufacturing Cost .. £ 

Manufactured Stock Cr 

Carriage 

General Charges, Selling 

Total Cost £ 

Profit 

Loss 



Charge to Customer . . 

„ Manufactured Stock 
„ Nominal Accounts 



B 



Total Charge £ 

A. B.— These agree. "" 
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When the costs of completed jobs are made up they are 
entered in the Costs and Sales Sununary (Form 32), a separate 
sheet being used for each traveller. By this means the total of 
each traveller's turnover and the percentage of profit on his 
orders is ascertained, and a glance down the Loss column 
reveals those jobs on which you are losing money. 

It is also possible to dissect each traveller's expenses and 
levy them as a selling expense on his own orders. 

Knowing the production of the works — i.e., debits to work 
in progress or Cost Tickets (Form 28) — ^and knowing the total 
of the Cost and Sales Summary, or credit to work in progress 
(Form 32), we have effective control of the difference in stocks 
as shown on the Trading Account (Form 29), for we know the 
value of work in progress at any moment. 
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CHAPTER IX. 



MANAOBMBNT PROM COST RECORDS. 



Given a reliable system of cost records it is unnecessary for 
the manager to be constantly running up and down the works 
worrying himself over trifles which can properly be left to a 
subordinate. Rather he should be the mind^ the controlling 
influence, the guiding hand of the concern. 

He is able to save poimds by a careful study of the cost 
records, by keeping expenses normal, and insisting upon a 
sufficient amount of production from the workrooms; whereas 
if he tries to do this without the cost records he will scarcely 
save a halfpenny. 

Bad manufacturing, spoilt work, leakage of time and 
material — ^in fact, every fault of production — is clearly shown 
in the costs. Those requiring immediate attention are noted 
on the Productive Workers engaged Unproductively Form 
(Form 12) by the cost clerk when making the Weekly Time 
Extract. (Forms 13-14.) 

The matter is then investigated by the manager, who gives 
the necessary instructions, in order, if possible, to avoid a 
repetition of the loss. 

The producing departments are tied up. They cannot 
wriggle from the net in which the astute manager holds them. 
If their production is insufficient, he insists upon an improve- 
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ment. If they increase their production by booking time to 
jobs which should be recorded as unproductive, the job costs 
too much and they are caught again. It is impossible to 
escape; inefficiency, wherever it is, of whatever cause, comes 
to light in the costs. 

From the Analysis of Purchases in the Purchases Day Book 
(Form 37) it is possible to control the expaiditure under each 
heading, and so prevent any undue increase in cost of 
production. 

It is possible to know each week the exact financial position 
of the business (Form 34). A knowledge of this alone is most 
valuable argument in favour of a Costs Department. You are 
enabled to ascertain the profit or loss on every job and a fair 
selling price. There is an effective check upon all estimated 
jobs, it being possible to know, even before the job is 
completed, whether it will result in a profit or a loss. 

From the Costs and Sales Summary (Form 32) you know the 
profit on each traveller's orders, and from the Index to the 
Order Book (Form 4) you ascertain the value of any customer's 
account from a profit-making point of view, and can form a 
reliable idea of the date when he will require repeat orders. 
Jobs on which you are constantly losing money are 
automatically sorted out and either refused or a higher price 
demanded. 

Outstanding orders are periodically written up from the Cost 
Tickets, which remain in the Work in Progress File. 

These are investigated, thus preventing any order being 
overlooked or delayed for an indefinite period (Form 35). 

Amongst other information you know the production of the 
works (Form 28), the consumption of the stores (Form 27), the 
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value of your stocks, and the profit or loss on any department 
of your business (Form 33). 

You cannot possibly make a loss without knowing it, know- 
ing where it is, why it is, and how to prevent it in the future. 

The cost of doing this work is infinitesimal compared with 
the value received and the saving effected. You can possibly 
save the extra expense in some other portion of your office, the 
working of which a Costs Department would simplify. The 
saving in unproductive labour, the increased output, and 
other advantages more than compensate for any extra cost 
in your office. 

A Costs Department is the best investment that can be made, 
provided the energy devoted to it is skilfully directed. At the 
present time this energy is diverted into many channels. Each 
printer works his own way, on his own system ; but we all aim 
at the same objective — a. fair profit and a fair selling price. 
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CHAPTER X. 



THB SELLING PRICE.— CONCLUSION. 



Selling value has no direct relation to cost. Selling value 
remains the same, whether the job is done by a boy or the 
highest paid man on the floor ; whether it is worked off at 500 
or 1,000 per hour, cost alone varies. 

Costing enables you to ascertain whether you have made a 
profit or a loss on individual jobs ; it reveals your weak points, 
indicates the financial progress of your business, and enables 
you to anticipate the Balance Sheet. 

It is evidently highly necessary to the present condition of 
the printing trade that costs should be kept on a scientific basis, 
so that there shall be greater accuracy in estimating and a 
minimum of that absurd price cutting which is the greatest evil 
of the trade to-day. 

It is no use asking a printer to change his basis unless you 
can show him a better way, and convince him that he is 
working on wrong lines. 

I have endeavoured to prove that the various systems are 
more to blame than the printer, and that we need a recognised, 
system of ascertaining cost. The variety of processes included 
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in printing oiakes it necessary first of all to ascertain process 
cost, if we want a basis which is applicable to every branch of 
the trade and to houses both large and small. 

I claim to have proved that, if all printers were to ascertain 
their cost one recognised way, the cost per hour per process 
would be consistent and the variance in estimates would be 
considerably minimised. 

The various methods of arriving at cost are ruining the trade 
far more than any miscalculation of time or material needed 
to produce a given job. 

Cost records are a valuable asset to every business. A 
recognised minimum selling value would be an advantage all 
round, it seems like the nrillenium to talk about it, yet it is 
coming — it is certain to come — and if I have, through the 
instrumentality of this volume, been the means of hastening the 
day, my labour will not have been fruitless. 
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